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Abstract: The purpose of this paper is to explore the trend of Purpose Built Office (PBO) supply and occupancy in Malaysia. In 
achieving this, the number of PBO supply by the private sector in the market is compared with the government sector to gain an 
understanding of the current emerging market for the PBO. There have been limited studies in Malaysia comparing the trend supply and 
occupancy of PBOs by both sectors. This paper outcome will illustrate the needs for public sector asset management in Malaysia, 
particularly for PBOs. An analytical framework is developed using time series to measure the level of supply and occupancy of PBO by 
both sectors, indicating the percentage of government’s PBO compared to the total numbers of PBOs in the market from 2004 to 2010. 
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1. INTRODUCTION 
 
The largest ownership of property assets in Malaysia is 
usually the public sector organisations (Ismail, 1996). 
The property assets of the public sector organisations 
can be considered as having financial contribution and 
effect upon annual financial statements, asset base and 
as well as on resale values in case of privatisations of 
any public entities. Based on the current data, 
government entities owned nearly 40% of the total 
market share in the Purpose Built Offices sectors in 
Malaysia as shown in Table 1: 
 
Table 1: Supply and Occupancy of Purpose Built Office 
(PBO in Selected States and Malaysia 
EXISTING STOCK (QUARTER 3, 2010)
Private Gov Total Private Gov Total Private Gov Total Private Gov Total
FT Kuala 
Lumpur
340 46 386 6,316,988   467,619    6,784,607    5,000,285  445,084     5,445,369   79.2 95.2 80.3
FT Putrajaya 5 22 27 138,880      1,423,040 1,561,920    69,129       1,418,425  1,487,554   49.8 99.7 95.2
Selangor 132 13 145 2,087,041   198,032    2,285,073    1,618,752  196,585     1,815,337   77.6 99.3 79.4
Johor 136 74 210 709,513      274,734    984,247       513,016     243,643     756,659      72.3 88.7 76.9
Pulau Pinang 178 57 235 872,000      205,395    1,077,395    641,765     201,183     842,948      73.6 97.9 78.2
MALAYSIA 1356 864 2220 12,070,269 4,273,975 16,344,244  9,548,072  4,181,099  13,729,171 79.1 97.8 84.0
No. of Property Total Space (sq.m.) Total Space Occupied (sq.m.) Occupancy Rate (%)
State
 
Source: National Property Information Centre (NAPIC), 
Malaysia 2010 
 
Table 1 indicates that as at Quarter 3, 2010 it 
can be clearly seen that overall, the total numbers of 
Purpose Built Office (PBO) buildings supplied in the 
market is 2,220 with 1,356 properties supplied by 
private building (12,070,269 sq. m.) outnumbering 
government buildings at 864 properties with 
approximately 4,273,975 sq. m.  
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If compared with the same quarter in 2009, 
there is an increase of 1.3% of the total number of 
properties. This increased can be seen in the FT Kuala 
Lumpur with 5 buildings, FT Putrajaya, 2 buildings and 
Johor, 4 buildings whilst Selangor and Pulau Pinang 
have no building constructed. The whole of Malaysia 
has an extra total space area in the market of 
approximately 264,489 sq. m with the increase in the 
private buildings of approximately 240,177 sq. m. and 
the government increase of 24,312 sq. m.  
Even though FT Kuala Lumpur has an increase 
of approximately 3.5% in total space provided 
compared to Q3 2009, however, the increase in total 
space occupied is only about 1.4% whilst in FT 
Putrajaya, the increase in total space is approximately 
9.8% but the occupied space only increase at 5.8%. 
The market also shows that the total 
occupancy rate for government offices exceed private 
offices by 18.7%. This is due to the current existing 
demand from government departments and agencies 
occupying the government's offices. 
The low supply of office space of government 
buildings creates increasing demands that spill over to 
the private buildings in the market. Most of the 4 major 
states have greater supply of office space from the 
private buildings, whilst for Federal Territory 
Putrajaya, it is a purposely planned government 
administration state to centralise all federal 
government's departments. 
 The increasing demands for PBOs have 
created a need for structured asset management. In the 
private sector, it is known as Corporate Real Estate 
Asset Management (CREAM). CREAM is evolving 
into a recognised management activity that stands in 
need of a more formal and systematic approach while 
retaining its identity as a service function of overall 
corporate mission and purpose (Veale, 1989). 
 CREAM must begin with a strategic 
framework for connecting the many elements 
associated with corporate real estate such as physical 
plant maintenance and repair, leasing, space planning, 
project management, housekeeping and tenant services, 
development and acquisition, furniture inventory and 
capital budgeting. Secondly, a means for prioritising 
real estate demands and guiding overall policy and 
strategic direction and thirdly, the development of 
management tools and systems that can inform, support 
and improve the actual decision making process. 
 For government buildings and premises, the 
Malaysian Government has taken a step forward on the 
issues of management and maintenance of public assets 
with the introduction of a policy and manual of asset 
management in 2009. The government has set up the 
Asset Management Committee to determine the policy 
and guidelines on asset management for all government 
agencies. 
One of the strategies in the Government Asset 
Property Policy is the Total Asset Management Manual 
(TAMM) which places emphasis on the management 
of the government property assets in a systematic and 
holistic way in order to achieve optimum benefits of 
the assets. It also outlines the strategies and principles 
of the asset management applications to every 
government organisations. 
 Public sector asset management can be seen as 
a parallel movement to the private sector corporate real 
estate asset management (CREAM). Simons (1993) 
and Kaganova and Nayyar-Stone (2000) agree that the 
public sector should adopt the approaches and asset 
management techniques of private non-real estate 
corporations. Copper (1993) also agrees that there is a 
requirement that the public sector institutions adopt the 
private sector business practice and to become more 
accountable for their roles and activities by requiring 
them to report in a more comprehensive manner. 
 
2. RESEARCH METHODOLOGY 
 
The data for this paper is based from the Malaysia 
Property Stock Report published by the National 
Property Information Centre (NAPIC), under the 
Valuation and Property Services Department (JPPH), 
Ministry of Finance, Malaysia. The data is from 
Quarter 1 2004 until Quarter 3, 2010 consists of 
existing stocks of purpose built offices (PBOs) in 
Malaysia, with regards to the numbers and percentage 
of supply of PBOs based on square metres, and level of 
demand demonstrates by the occupancy rates in the 
market. The data includes the dissemination between 
the private and government’s ownership for PBOs. 
 The time series analysis is conducted to review the 
trend of PBOs supply and occupancy rates, and to 
study the level of growth during this period. The 
dissemination of ownership is also discussed to ensure 
to examine the level of growth, both in private and 
government segment. 
 The finding is discussed to conclude the growth 
level of PBOs ownership in the market, and to 
determine the importance of structured asset 
management in the market with the increasing numbers 
of PBOs each year both in private and government’s 
market. 
 
3. RESEARCH OUTCOMES/ANALYSIS 
  
3.1 PBOs Existing Stock Trend 
 
Based on the NAPIC data from Q1 2004 to Q3 2010, it 
can be concluded that there is a significant increasing 
trend of overall PBOs stock in the Malaysian property 
market. The number of PBOs increased from 2,073 
units in Q1 2004 to 2,220 units in Q2 2010. The 
increase for 27 quarters is approximately 6%, with the 
average of approximately 0.5% to 0.6% quarterly. 
However, 4 quarters showed negative trends, with the 
highest downfall indicated in Q3 and Q4 2008 
respectively, at -0.8% where there was an international 
global financial crisis which not only affected the 
international market but the Malaysian local property 
market as well. Chart 1 demonstrated the PBOs 
existing stock trend during the study period:  
 
 
 
Source: NAPIC Quarterly Stocks Report, Q1 2004 to Q3 
2010 
 
3.2 PBOs Dissemination of Ownership 
 
During the period of study, it can be seen that most 
PBOs in the Malaysian property market is owned by 
private entities. As at Q3 2010, the Malaysian 
government owned 39% of PBOs in the country with 
4,273,975 square metres of built-up area. The 
remaining 61% are privately owned, out of the total 
16,344,243 square metres of the total PBOs built-up in 
the market.  
Being the capital city of Malaysia, FT Kuala 
Lumpur outnumbered other states in total space area of 
PBO with approximately 38.6% of total space in the 
market provided by the private sector and only about 
2.9% is government space area. Selangor, which is 
located next to FT Kuala Lumpur and FT Putrajaya has 
the second highest private owned PBO space area with 
12.8% compared to the government space area of 
1.2%. However, FT Putrajaya which is a purposely 
built government administration centre, the government 
owned approximately 8.7% of total space area 
compared to only less than 1% of private owned space 
area. 
 Equally, both private and government’s PBOs 
market are expanding in terms of built-up areas and 
numbers of PBOs held. Since Q1 2004, the private 
PBOs increased from 1,280 units to 1,356 units in Q3 
2010. Similarly, the number of PBOs owned by the 
government increased approximately 8% from 793 
units in Q1 2004 to 864 units in Q3 2010 as illustrated 
in Chart 2 below. This reflects the continuous growth 
of the office sector with new PBO buildings entering 
the market every year. 
 
 
 
Source: NAPIC Quarterly Stocks Report, Q1 2004 to Q3 
2010 
 
 
3.3 Overall PBOs Space Vs PBOs Space 
Occupied 
 
 
 
Source: NAPIC Quarterly Stocks Report, Q1 2004 to Q3 
2010 
 
Based on Chart 3 above, it is clearly defined that the 
overall occupancy rate is always below the overall 
PBOs space in the Malaysian property market supply. 
However, the trend of increment is likely to be 
paralleled for both segments (overall and occupied). 
Overall, the market occupancy rate shows an increase 
of 23% to 13,729,171 square metres in Q3 2010 from 
10,962,664 square metres in Q1 2004. The overall 
PBOs space increased 18% from 13,641,342 square 
metres to 16,344,243 square metres during the same 
period. 
 
3.4 Comparison of Private and Government 
PBOs Supply and Occupancy 
 
 
 
Source: NAPIC Quarterly Stocks Report, Q1 2004 to Q3 
2010 
 
The market supply and occupancy on Chart 4 shows 2 
separate segments for private and government’s PBOs. 
The supply and occupancy rates for the private sector 
show a parallel movement. However, the market 
segmentation of government’s PBOs shows a 
significant relationship between the supply and the 
occupancy rates. The average occupancy rate for 
private PBOs is at 79.1% whilst 97.8% was indicated 
for the government’s PBOs. Most states have an 
average of above 95% occupancy rate for government 
PBOs because these PBOs are purposely built to cater 
the needs for the government departments and agencies 
within the states itself. This indicates the increasing 
needs for a proper implementation of the Malaysian 
government public sector asset management. 
 
 
3.5 PBOs Overall Occupancy Rate 
 
 
 
Source: NAPIC Quarterly Stocks Report, Q1 2004 to Q3 
2010 
 
During the period of study, it is clearly shown that the 
overall occupancy rate shows an increasing trend 
except for the period of Q3 2009 and Q1 2010 
onwards. The highest rate was marked in Q2 2009 at 
85.7% and the lowest occupancy rate was indicated in 
Q1 2004 at 81.4%. The increasing of the rate in 2009 is 
due to rental reduction during the recovering period 
from the 2008 financial crisis. 
3.6 Comparison of Overall, Private and 
Government PBOs Occupancy Rate 
 
The occupancy rate for the period of study indicates 
that the rate for government’s PBOs is higher with 97% 
compared to the overall and private occupancies with 
86% and 78% respectively. This is due to the 
equivalency of the demand and supply of the 
government PBOs. 
 
 
 
Source: NAPIC Quarterly Stocks Report, Q1 2004 to Q3 
2010 
 
This trend triggered the needs for the government’s 
PBOs to be well managed and the implementation of a 
structure asset management for public sector buildings 
is very timely. 
 
4. CONCLUSION 
 
Each year, there is an increasing number of PBOs 
entering the market, either by private ownerships or by 
public sectors. With the rapid growth in private PBOs 
and steady growth by the government’s entity, it 
indicates that there are still demands of PBOs 
buildings. The demands from government agencies 
creates a spill-over to the private sectors PBOs, since 
the numbers of PBOs supplied by the Malaysian 
government are limited to cater for its own agency’s 
needs. The emerging numbers of PBOs owned by the 
Malaysian government sparks a need for a better 
understanding and implementation of current asset 
management practices by the government agencies. It 
is essential to note that the occupancy rates for 
government buildings is always at the peak level, and 
therefore a structured and organised asset management 
system and tools should be considered towards the 
government PBOs, replicating from the private sector 
implementation of corporate real estate asset 
management. 
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